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Dear Appl ican t :  

********* *  

We have  considered your  a p p l i c a t i o n  f o r  r e c o g n i t i o n  of  
exemption under  s e c t i o n  5 0 1 ( c ) ( 7 )  of t h e  I n t e r n a l  Revenue Code. 

YOU s t a t e  t h a t  you were p robab ly  formed on *****  * *  ***1.  
You p r e s e n t l y  a r e  i n  an i n a c t i v e  s t a t u s ,  and ar* ***** * *  
j u r i s d i c t i o n  of * *  ******** ******* ***  t .  You a r e  u n a b l e  t o  
f u r n i s h  a c r e a t i * *  ******** **  **** * * *  n i z a t i o n .  Although 
l i t t le i n f o r m a t i o n  is c u r r e n t l y  a v a i l a b l e ,  your  o r q a n i z a t i o n  
ope ra t ed  f o r  many y e a r s  b e f o r e  becoming i a a c t i v e .  -you a d v i s e  u s  
t h a t  you were a membership o r g a n i z a t i o n  w i t h  bo th  s c c i a l  and 
mutual  b e n e f i t  a c t i v i t i e s  which c a t e r e d  to t h e  needs  of immigrant 
members who came from a s p e c i f i z  Europoan l o c a l i t y .  You i n d i c a t e  
t h a t  your  pr imary  a c t i v i t i e s  were making b u r i a l  p l o t s  a v a i l a b l e  
f o r  deceased members, and p rov id ing  b e n e f i t s  t o  f r i e n d s  and  
r e l a t i v e s  t h a t  r e m a i ~ e d  i n  t h e  p l a c e  cf o r i g i n  of your  immigrant 
members. 

P r e s e n t l y ,  YOU a r e  i n  t h e  p r o c e s s  of  l i q u i d a t i o n  under  t h e  
laws of the S t a t e  of ******** .  P u r s u a n t  to t h a t  l i q u i d a t i o n ,  and 
remain ing  asse ts  of **** * *  a n i z a t i o n  w i l l  be e q u i t a b l y  
d i s t r i b u t e d  tc:, any of your members t h a t  you a re  a b l e  t o  l o c a t e  a t  
t . h a t  p o i n t  i n   ti:,^. 

Based on t h e  in fo rma t ion  t h a t  you have  p r e s e n t e d ,  your  
p r i n c i p a l  a c t i v i t y  has always been t h e  p r o v i s i o n  of v a r i o u s  
b e n e f i t s  t o  members, f a , m i l i e s  of members, or f r i e n d s  cf meabers.  
With t h e  pas sage  of time your s o c i a l  a c , t i v i . t i e s  d imin i shed ,  and 
a t  some unknown p o i n t  i n  t ime  ceased a l t o g e t h e r .  

s e c t i o i l  S O l ( c )  (7) af t h e  I n t e r n a l  R e v e ~ u e  Code p r o v i d e s  t h a t  
c l u b s  o rgan ized  f o r  p l e a s u r e ,  r e c r e a t i o n ,  and o t h e r  n o n p r o f i t a b l e  
purposes ,  s u b s t a n ' t i a l l y  a l l  of t h e  a c t i v i t i e s  of which a r e  for 
such purposes  and no p a r t  of t h e  n e t  c a r n i r g s  of which i n u r e s  t o  
the b e n e f i t  of any p r i v a t e  s h a r e h o l d e r .  

S e c t i o n  1 .501  ( c )  ( 7 )  -1 ( a )  of t h e  Incone  Tax R e g u l a t i o n s  
s t a t e s  t h a t  t h e  exemption provided  by s e c t i o n  5 0 1 ( c ) ( 7 )  a p p l i e s  
only t o  c l u b s  which a r e  o rgan ized  and OpErated e x c l u s i v e l y  f o r  
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pleasure, r e c r e a t i o n ,  and o t h e r  n o n p r o f i t a b l e  purposes ,  b u t  does 
not app ly  t o  any club i f  any part of its n e t  e a r n i n g s  i n u r e s  t o  
t h e  b e n e f i t  of any p r i v a t e  s h a r e h o l d e r .  I n  g e n e r a l ,  t h i s  
e x e ~ p t i o n  extends to s o c i a l  and r e c r e a t i o r l  c l u b s  which are 
supported solely by membership fees, dues, and assessments .  
Iaot;etwr, a c l u b  o the rwise  e n t i t l e d  t o  exemption w i l l  n o t  be 
d i s q r ; ? l i f i e d  beccluse it r a i s e s  revenue from members through the 
use of club f a c i l i . t i e s  o r  i n  connec t ion  w i t h  c l u b  a c t i v i t i e s .  

Revenue Ru l ing  G3-190, 1963-2 C.B. 212, p r o v i d e s  t h a t  
n o n p r o f i t  o r g a n i z a t i o n s  ( n o t  o p e r a t e d  under  t h e  lodge  system) 
which ma in ta in  social clubs f o r  members and a l s o  p rov ide  s i c k  and 
d e a t h  b e n e f i t s  f o r  members and t h e i r  b e n e f i c i a r i e s ,  do n o t  
quz i f y  fo r  exemption from Fede ra l  income t a x  e i t h e r  a s  s a c i a l  
s l u r s  under  s e c t i o n  501 (c)  ( 7 )  , c i v i c  l e a g u e s  under se:=t ion 
5 0 1 ( c ) ( 4 ) ,  or f r a t e r n a l  b e n e f i c i a r y  s o c i e t i e s  under  s e c t i o n  
5 0 1 ( ~ ) ( 8 )  of  t h e  Internal Revenue Code of 1954. That  revenue 
r u l i n g  went on t o  state t h a t  t h e  payment of s i c k  and death  
b e n e f i t s  is n o t  t h e  f u n c t i o n  of a  s o c i a l  chub, anu t h a t  t h e  
p r o v i s i o n  of those benefits p r e c l u d e s  exemption under s e c t i o n  
f i O l ( c )  (7)  

The p r o v i s i o n  of b u r i a l  p l o t s  t o  members, o r  the paymefit of 
f i n a n c i a l  a s s i s t a n c e  t o  f ami ly  o r  f r i e n d s  of members, does  n o t  
$ : a l l  w i t h i n  t h e  ca tegory  sf " o t h e r  n o n p r o f i t a b l e  purposes" 
::-eferred t o  i n  s e c t i o n  5Ol(c) ( 7 )  of t h e  Code. The  S e r v i c e  h a s  
long  h e l d  t h a t  the term " o t h e r  nonprof :%ble  purposesN refers t o  
purposes  s i m i l a r  t o  p l e a s u r e  and r e c r e < . c i o n .  Also,  s i n c e  you 
have not f u r n i s h e d  a c r e a t i n g  document f o r  your o r g a n i z a t i o n ,  you 
have n o t  shown t h a t  t h e r e  is an e n t i t y  t o  which  exemption may be 
;ilf f orded .  

Accord ingly ,  you a r e  n o t  exempt under  s e c t i o l l  501 (c) ( 7 )  of 
the Code. You a r e  r e q u i r e d  to f i l e  f e d e r a l  income t a x  r e t u r n s  on 
Form 1120. 

You have t h e  r i g h t  t o  p r o t e s t  t h i s  r u l i n g  if You b e l i e v e  i t  
is i n c o r r e c t .  To protest, you should  submit a s tatenlent  of your 
views ,  w i t h  a f u l l  e x p l a n a t i o n  of your  r eason ing .  Th i s  
statement, s i g n e d  by one of  your  o f f i c e r s ,  must b e  submi t ted  i n  
d u p l i c a t e  w i t h i n  30 days  from t h e  d a t e  of t h i s  l e t t e r .  YOU a l s o  
have a r i g h t  t o  a conference  i n  t h i s  o f f i c e  a f t e r  your s t a t e m e n t  
is submi t t ed .  ~f you a r e  t o  be r e p r e s d n t e d  by someone who is n o t  
one of your  o f f i c e r s ,  t h a t  person  w i l l  need t o  f i l e  a  p rope r  
power of a t t o r n e y  and o the rwise  q u a l i f y  under ou r  Conference and 
p r a c t i c e s  Requirements.  



If we do n o t  hear from you w i t h i n  3 0  days,  t h i s  ru l ina  w i l l .  
become f inal  and copies will be forwarded to yofir key District 
~ i r e c t o r .  Thereafter, if have any q e s t i o n s  about: your 
federal income t a x  status, please corltact your key D i s t r i c t  
~ i r e c t o r  . 

S i n c e r e l y  yours, 

*** ********* 9 
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CL-:  * * * * * * * ****** Chief, Exempt * r g a n i z a t i o n s  
Rulings  ranch 2 
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